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SURVEY OF CURRENT BUSINESS

Recent Developments in Constructlon
Activity

By Sxmual ). Danmis, Chidl, Consroction and Real Property Sectlon, Dividon -:d Eeopomic Reasarch

URING the first half of 1939, sonstruetion work

wus initinted in large volume in somparison with
cmmpondmg petiods of recent years. The total value
of construstion contracta awnrded, ap reported by the
F. W. Dodge Corporation, waa 31 paroen['.hl.gher than
during the first 6 months of 1635, and was larger than
for any corresponding period since 1931, As Figurs 6
shows, however, the movement of construction contracis
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Figurs b—Umndiacilon Contncis Avarded 10 37 Esstoris Stetes, 1930-53.
(F. W. Dodgs Carporatlon. )

sinoe the beginning of 1838 has not been continupusly
upward. HRocovery from the recession of 1837 began
in the firat quarter of 1958, and the volume of construe-
tion combracts increased with only minor interruptions
from February through December. During the firet
few motths of this period & sensonal sxpanasion wos to
be expected, and the actunl increase was probably of
abouk the roagnitude of the wsuel seasonal change. In
the third quarier, however, the crenss wae more rapid,
and continued after s seszsonal decline would ordinerily
bave teken place. Untll August, the increase was
ehared nbout equelly by public and private work, but
the subsequent upward movemant resulied almost
wholly from the expanding wolume of contracts awarded
nnder the 1933 Public Works Administratinn program.
After December, oa the award of contracta under the
P, W. A. program wea brought te completion, the value
of contracts declined, though excpeding the fotal for the
firat half of 1935 by o considerable murgin.

In consequence of receit movements, it seams prob-
&ble that the volume of contrncts for the entire year will
pot moke nearly s0 favorable & showing in comparison
with 1938 s has been mada by the first 6 months. In
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fact, if contract awards during the last & montha of the
year merely follow the nsusl sensonal patiern, sterting
from the prasant level, it is likaly that tofal condrncta
for the year will increnss litile, if any, over 1938, A
gubstantial inerense for the pear sa a whole will tale
place only if there is a definita increase in the voluma of
now work initiated, after allowanee for the nsunl seasonal
changes. In any svent, an upwsrd movement as larpe
and as rapid as thet which ocenrred in the finol months
of 1938 seems improbubls.

The bshavior of contracts for residentinl buildmg
hns resambled to some extent the behavior of total
controots, Figure 7 presonis data on tha value of
residentinl contracts, as adjusted for sensonal varintion
by the Boord of Governors of the Federsl Reserve
Syatam. This gengonally ndjusted series rose sharply
from January through September 1938, and then rose
mors Elowly until March of this yenr. Since thet fime
thera his besn no further advanes, when allowance is
made for the veual sensonsl chamges, For the fiest 6
months of 1930, residential contrpects have inersasad
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Figurs T.—Raldentinl Bullding Comtrmots Avarded Lo 37 Baweara States,
Adjumiid for Seasoonl Tackatlon, [1i4-39,

Gonrzs: Compllsd by tiw F. W, Dadpe Domoration swd sdjunted o stavos]
TeraHon by the Eourd of Qovaroort of the Fodond Besaroh Bxibum.
nearly two.thirda over the first half of 1938, If,
during the remainder of the year, residential contracts
should follow the expacted seasonal chonges, and, should
continue, after adjustment for sensonal varistion, the
recent sidewise movements, the increase for the yenr
as o whols would be nbout half that shown for the first
& moaths.
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Two sustainipng facters in residential comstruetion,
which are likkely to moke their influence felt in the near
future, may ard in meintaining the present rate of
incranse. It is proboble thot condracts for publia
residential construction will be substaptially larger
during the latter part of the year than they were for
the first 6 months. Under the propram of the United
States Housing Authority work may be staried on aa
many ns 50,000 family dwalling unita, or about thres
times as ronoy as ware storted under this program during
the fivst holf of the year. In addition, a certain amount
of privately finaneed rental housing which was delayed
from the frat helf of the year will go under construction
in the sacond half. This latter cutegory ineludes n
pgroup of projects to be conetructed under the morignga

, ingurines program of the Faderal Housing Administra-
tion. They were withheld during the consideration of
amendments to the legislation ueder which the Federal
Houeing Administration operstes, but have gince been
relensed and conetruction will probably be started on

thess projects in the antumn., In view of the expan- |

gion which will probably come from thess two sources,
sapecially the first, residential contructs as o whole ars
lilzely to rise somewhat, nfter allowance for sessonal
variation, unless privats construction of one-family and
two-family houeses should decline substantinlly,

Contracts for most other mojor types of constroe-
tion Love shared in the incresee from 1938 to 1939,
though the inersnse for residentinl construetion hes
been eonsiderably larper thom that for any other im-
portant category. Contracte swarded for eommerginl
building heve incressed about 10 percent, comparing
the firet half of 1089 with the firet half of 1038, while
contracts for faetory construotion have incressed
nearly onesthird. Tn both cases, the volume of work
initisted so far in 1939 hns heen subetantially less than
in the first half of 1937, whan consiruetion of these two
types was relatively active. Contract awards for other
nonresidentiol building bave incressed 20 percens, for
public works 20 percent, and for utilitiea {both publio
and private) 7 percent.

Constimetion Bxpesdltucss Doring ¢ Fird Half of 1939

The comparisons given nhove have heon mode in
terms of the woalua of work started during the perigd,
aa mensured by its expected final cost. Messuraments
of construction maoy also be made on o different bagie-—
that of current eonstructon activity as represented by
actual expenditures for labor, materials, and other
jtems. Om this basis, it is probable that the firat 6
months of 1989 made an #ven more faverable compari-
aon with the first 8 montha of 1928. Direct mensiures
of eurrent construetion activity are not nvailnble on a
comprehengive basis for any period shorter than a
yeor. However, some indireet indications may be
derived for cartain porte of the construction field. A
rough estimnta for remidentinl construction, based on
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the amount of work sinrted in esch month and on an
npproxunnion of the lag between the start of worl: ond
ite completion, enggests that this type of work wos sub-
stantiolly more astive in the firvst half of 1939 than in
the corvesponding period of 1938.! Simiflor estimates
for commereial building and fastory construction, on
the other hand, indicate that the volume of curremé
aotivity for these types of work haa been leas in 19030
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Flaure Se=Rapocttd Frojct Cosim for All Poklle Works Adoainistration
Prograsva, Eoth Federal and MNon.Faderal, for which Approprintiony
Wors Provided Fror to 1935, By Months, Tuly 1933 Theosgh Decemnier
1%3%  (Publk: Works Adminivratlon.y

Mome~Raporied projack cotta rapresamt the astimuied onde of matariale bn pinca
{izctudhog qost of leboy pamormed) and misosllaneoos soaks far Khat portion of Ehe
remptrncdion projeat that waa oodiplsted dordog e Tooth.  The char showi ¢hly
tha reparied Prebet ooty awder propramy patheeted prier 0o 1060 Data for Appll
thirougd Peormbyr 10368 ame axthunten of the Eobtie Works Adalobstmidon. Figoee
o Tuly 1-Depunbvr 1638 have beid mevbed xose prerenlation io ke RiaT 160
insna ol the Turvoy,

thoan in 19387 Theee categoriea are relatively less
important thap residential conatruction.

For several types of public construction, estimntes of
current activity reat on a fairly substantial basia, Dur-
ing the first £ months of 1939, activity in constryotion
finneed from regular Federsl appropriations, whinh
axcludes work under the program. of the Public Works
Administration, woe roughly 10 percent above the cor-
responding period of the preceding year, as measured
by the expenditures for pay roll and materisla within
this pericd reported to the Buranu of Labor Statistics?
Duting the first half of the year, however, nelivity in
State road comatruction financed whelly from State
funds {principally maintenance work) was 2 percent
below tha firat half of 1938, na messurad by pay-rell
expenditures reported o the ssme souree. For thet
part of all public eonstruction carriad on under the
Public Works Adminietestion program, the lavel of
activity In 1930 is direstly measurable. Kigurs 8 shows
the reported project coats of work under this program

1 This computation wes bassd o0 the pumbar of new dwalling tndts acted In ol
nrbird brknss, 58 sethmpted monihly by the Burem of Taboe Elaitalica.

Ty somPalelion wad basd o0 P, W, Doadgs Corpomatlon fipures for contrasth
awarded bo BT sastern Alakes,

1 I thly eomparson, precry snd sbiptrolbitog v betd omitied boem the lemd
slusidnt iy Iha Bureih o Labor Statkiiles ay eanatrgoian,
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from 1933 through March 1939, with estimates up to
the end of the yenr. Under requirements of the law
anthorizing the 1836 program, it was necessary that
all of thess projects be started before the end of 1933,
but no large volume of work was done on them until
* .the last 2 months of the vear, and the peak of activity
js uot expected to be reached until August of 1939.
For the fivet half of 1935 these reported project costs
are estimated to total about $850,000,000, or mere
than two and ome-half #imes the total for the corre-
sponding period of o year ago. Construction expendi-
turea on Works Progress Administration projects were
alao substantislly higher during the first 6 months of
1939 tham in the corresponding period of 1938, nereas-
ing from sbout $520,000,000 to sbout $850,000,000.
For the last helf of 1989, however, these enpenditures
are likely to decrense.

Judging by the volume of work, beth public snd
private, which has nlready been started, snd by the
owrrent rato of initistion of new projects, it appears
likely that o relatively high volume of construction
sctivity will coatinue until ot lenst the end of this year.
Beyond that time, activity will depend more vpon the
rate ot which new work ias begun during or after the
last half of 1349 than upon sny eventa concerning which
informafion is now awnilable.

ERevlsed Estimates for 1738

The inerease in construction sctivity during the first
hall of 1030 over the comresponding pericd of the
previous year continued # rise I ennstruction expendi-
tores that has been uninterrupted, on an snnual basis,
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gince 1933. Activity in 1988 wns the highest since
1920; although it was less than two-thirds of the aver-
age for the years 1926-25—¢the post-wor peak. These
comparisons are besed on the revised astimntes of
construction activity for 1928 prepared by the Bureau
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of Foreign and Domsestic Commerce, which are pre-
sented in some datail in the accompanying tables*

The revised estimates bear gut the preliminary data
in indicating that totel sctivity, including mointenance
snd work relief, was grenter in 1938 than in 1937. The
businies recesaion that began in 1937, which is cleerly
apparent in monthly Ggures for construction work
staried {pee figs. B and 7), iz reflected in annual dato
on construction activity in the form of o change in the
compozition of the fotal, rather than as an agiual
decline, Certsin importent segments of construction
potivity shared in the general business recession. Ex-
penditures for private comstruction ns & whole were less
in 1088 than in 1937, and totsl construction expendi-
tures increased only becouse the expension in public
construction more than counterbalanced the sontraction
in privete work,
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The decrease in priveta construction was much lerger
for new work than for maintenance. Moreover, there
wore matked differences in bebavior belween new
residential building ood conetruction of types mors
closely related to curment business wetivity. Ex-
pandit.umu for new residentinl sonstruction incrensed &
percent in 1938 us comparsd with 1937; meanwhile,
expenditures {or new commercial hmldmg fell 12 per-
cent and for new factory building 483 percent. New
canstruction by public utilities also was lower. Roilroad
construction, responding to a sharply reduced volume
of traflic and to large reductions in income, decrensed
40 percent to a point only alightly above the low totnls
for 1933 snd 1935, On the other hand, construction
T4 Preliminary otliastes Tt 1938 wae pobMelsad In Cemstrurtion Tronds I the
Toited Gialtes, 1907 and 100, by Rarold Wiolkiod, Boaver cr Oyenent Houcyze,
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Actitity In the Ypdled 2labes, 1537, pobithd by the Duresa of Poretgn ol
Dot Coamripnes 48 Donsmath Condnionts Berled Mo, 9, topled of whakéh mny b
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by electric-power producers and distributors increased
over 1937, and construction by telsphone and telegraph
companies, while less than in 1987, decreased by a rela-
tively small emount. For both the ¢lectric-power and
telephene companies the volume of business snd the
rate of earnings in 1932 wers not far below the leveals of
the previous year.
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Expenditures for new senstruction by governmeatel
ngencies increased about 7 percent, largely in conse-
quence of the policy of using expanded public expandi-
tures {0 promote recovery from the business recession
that begen in 1937. Some of this increase reflecta the
1938 program of the Public Works Adminieirstion,
which, was sturted abont the middle of the yeny;: though,
aa indicated sbowe, the full effect of the P. W. A.
program on actunl expenditures for construction was
not felt during 1938. Alsg, the expansion of construc-
tion operntions by the Worka Propress Administration
probably contributed some amoll amount fo this
increose in the figures for new conméruction, despite
the fact thoé most of the expenditures on Worke
Progreas Administration projects are included i n
separnte category of the estimaten (see table 7). Finolly,
gome par; of the inorenss ia probnbly associated with the
batter fiecnl position of State and local governmenta
which resolted from the improvement in business
activity and individual incomes in 1034 and 1927.
The prinecipal increnses in ngw public conatruction,
whethsr as o result of the P. W. A. program or of other
Frstors, were in kighway construction snd edaceticnsl
building, Ths expansion in military snd naval coh-
siruction, whils small in comparison with inerasses in
other items, breught construction for this purpose to tha
higheat loval sinoa 1920,

The posaibilities of immediate expansion in puoblic
conatruction are much greater in public works of the
type oarried on by the Werks Propress Administration
than in eonstruction of tha types appearing in the
P. W. A program or in yegular construetion budgets.
Between 1937 and 1038, construction expenditures by
the Works Progress Administration increased by almost
one-half, and accounted for about thres-gquarters of the
total increnss m public copsiruction. How those
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expenditures were distributed between new construction
and maintenance is not known in detail; though, ns has
already been pointed out, nbout 10 percent of these work-
relief expenditures lor construstion ere included in our
estimatea of new construction. It is probable that a
ﬁntherpmtofthﬁWﬁrkangrmﬁ.dminismtmn
construction is actually new wark, which should he
mcluded in tha figures for new construction to nrrive
&t a complete total. Taking this into account, it
seems likely thot expanditures for new public construc-
tion incremsed between 1957 and 1938 by a somewhot
larger amount than is shown in these estimates. The
axtent of the chnnge in the physical volume of work
done, however, as disfinct from the change in the
winount of expenditures, is not so clear, hecause of the
difficulty of evolusting worlerelief construction in
comporizen with other types of public construction.
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In 1938, for the firat time in 4 years, new Federal
construction expenditures {excluding loana to Stote and
local gevernmenis for construcion purposes bui ine
cluding grania for this use) were smaller than pew
construction expenditores to be meb from funds of
State and locel governments. New Pederal construc-
tion expenditures. (es so defined}, however, wers higher
thon in sy yeor prior to 1936 except 1918 and 1918,
when expenditures for wer prejects were very large.
On the other hand, new public construction to be
finasiced from funds of State and local governments
_(whether thess funds were raised by current texation or
were borrowed from private investors or from the Fed-
eral Government) was still less than half of the avernge

_ for the pericd 142731, though it wos approximately 50
percent higher thon in 1938, In lexge pari, this grent
teduction in new conatruction expenditures Lo b met
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from non-Federal funds hes been countarbalanced by
Federal grants to Stetes and localities for construciion
purposes anid by direct Faderal construction of projects
i be owned and used by the locel governmenis. New
construction expenditurss on worke to be owned by
States and localities {whether financed by non-Federsl
or by Federal funds) were about 35 percent less in 1938
thon in the peak year 1930, and only about 30 percent
less thon the avernge between 1927 and 1881, 'When
allowance i miede for those new construction expendi-
tures on W.' P. A. projects which sre excluded from
the figures just cited, it seems quite probable that ex-
penditures for new construetion work to be owned by
Biates and localities were substantially as high in 1938
8 in any previcus yeer, with the possible exception of

15340,
Description of Reviglons

Data presented o tables 1 to T contain rovisiane resulting frum
& numwber of causes. In the At plece, many of the deds for
1038, and & few of tha figures for the years 1035 to 1937, heve
bean revized on the basia of more complata figares fmm primary
souries which have becoms pyaleble sings the preliminary ssbi-
wates ware propaved.  Tn addition, obher revislons have besn
made eitbar as 2 result of changas In the alessificationn used in the
tamio sourass or a6 & result of the applicetion of new methods be
tha pame deta uped in previons eatimpbes.

The cotimaies for ell categories of nonresidentisl bailding,
both public and privade, bheve been revieed becouse of reclassi-
fieation of the basio data. Savacal changim have bean mads
by the F. W. Dodge Corporatdon in the cletsification of thefy
figures on soniyacts awarded, which conetitute the basis fer our
citimnater of this type of work, First, a few typex of constrao-
tion, Incloding meinly park construckion other than buildings,
bave bean dropped from the cedagory of sovisl and recreationsl
vonrtgidentiol bujldiog. Second, terminal buildings for rail-
roads, bua lines, and afr lines, which were not formerdy lncluded
in nooresidentlsl buildings, have boen shiftad jnbo this category
end togather with o mincellapesuna grovy {(focmerly distribatad
amnpg varlons other types) copsfitute ““Miscellansous nonresi=
deptial building." Third, some shifta of individual projecta
have been made Erom ome types of nonresidential buflding to
encther. The estimates presented in tables & and 4 for nooresis

dentlal building have asnordingly been revised, beginoing with

1882,

'The eatimates for nooresidential building have keen Curbber
revisad by chonging the meothod of compuiaticn begioning with
I952. Freviously, comsiriction sxpenditures in any yeer wara
satimabed fromn ponunl fgures Tor work started, adding ooa-half
of the astlmeted work etarted in the prawsding year snd coe-half
of the work sterted in the year in which the actoal consbruction
aobivity in assumed to have inken places Howaver, becanse of
the large volums of contracts gwarded in the varlous F. W. A,
programe in the lext faw montho of essh of the years 1033,
IN35, and 1038, this wathod of estimate has in these veara
yialded rather uosaticfactory reaulta. In general, 1% hea tondsd
to astribe foo moch aotvity to the years 1033, 1935, and 1038,
avd two Witle to fhe yeara 1954, 1036, and 1030 The nsw
mathed i fntended £ moks & more precise slloewnnce for the
lagz batween the staré of work snd tite setunl oxpsnditurss,
vepacielly in thees yesrs of upusual thanges; though in mors
normal yearx & ylelds subataniially the seme results as the
Tormer 1oothod. In this pew method, the assumpfion han baen

"For fectory talding, We fowotlops med weew ooethind and ¢wothings,
reapaa Ty,
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mada that expacditures Are evenly distributed aver 2 12-manth
poricd beginning at the middle of the month o whiolt the cone
trast wea awarcded. Thus, e valwe of conizacts swarded o
anch rageth has bags dighribubed over that month snd each of
the {following 12 months, giving one twenty-fourth of the total
smoont to the fvet menth, two twonky-fourtha to each of the
naxt 11 menths, and one twenty-fonrth to 4be Apal month.
Tha satimate for cach solender year was then errivad ab by
adding ell of the amounts essigned to menths withic Hhat
yaurd The smme adjustwents for partial coverage of the
Todes contract date were made as jo the original estimetes.
¥t bies been poanible 4o test this method by applying it to monthly
date for P. W. A, sontrastz ewarded and by comperiog the
reqults with kmown mnnual figures on P. W, A, reported project
ocats.  For these dats and for this peried, the method indicated
yialded satisfactory results.

A forfhar shange in the estimates of several of the typey of
nonrevidential building has been io the metbod of dividing the
total work betwosn publiz and private comfruction. The Jis-
tribution used 1n our lopmer asticeates for the years 1025 amd
1958 vram Hased on the ratio of publie to private contracta doring
the year in question, aa reported by the F. W. Dodge Carpora-
tion. Thir ratio, howaver, ks the astimate of total axpenditoms,
was adversely alecked by the bunching of P. W. A, contricta
at the end of saveral splendar yoars. In the presant estimnbes,
this difinuliy hoa been lorgely overcome by using for any your
the aversge of the ratio for the year In questlon and thaé for the
praesding yoasr.

The rovieion o the estimaie for realdentind sonstrustion Dov
1938 has heen due parily fo utflization of basia dats for 12

+ For guegapls, 1ha eiiiooale fv 38 fheisd M. o B amoumt of contreale
awarded In Japoary 1607, 314 of thy amount In Pebroary 1937, %44 of (s taouot T
Bl 19T, sied 20 oo, lockidiog 4354 of the moodnk o Teoantilr 167, Y344 of Ea
mmnant i Jonoery [, $4, of (e amnang v Fabrosry 1006, and 50 o4 b0 My oof
the stované In Dosmber 1638, Por Isolory bulldiog, 1he contrast walres wenn dis-
Cribated over & msa iy Aookotd of 15 and (he (e aaed swone commgund loghy
AlfEarait.
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monthe, in place of data for & months usad in the criginal esll-
maba, The estimabe for residantlal eonstructlon eantinues, Ea
im the pask, to be based on huildiog-permit datis compilsd by the
Burean of Labor Stetintios.

Two furihor revislans have hesn mads, hoth of them in items
which sre smmall in proporiion to the todal volyma of consteuction.
The estimrtes for munisipal public-aervide enbrpries have basn
ravised for tha yaars 1932 throngh 1935, ‘This reviston consists of
deduotion af the constroction sxpanditures of Mew York City
subwry eystem, which, besatgs of [sescmrate deceription of the
nnderl¥ing deta, had been inelodad twice for these 4 years.

“The other minor revision hes been in the estimatas of pipe-line
eangtraetion, which bayvs basn revised far the period begioning
with 1853, In the figures previously publisied, pipe-ine con-
atruotion was estimaded from deta ior the pipe-line companles
maporiing to the Iotaratate Commeros Commissicn, vying as the
hasis for the sstimate the charges $0 the appropriste investment
accounts, I# has bevome avident, howevey, that charges to these |
investment acconnts ropresent in many ohsea mapely purchoses or
galen of exisfing property or accounting transfers.  In arriving 6%
the rovised sstiniates pressnted in fable 8, therefore, the charcges
to the investment acopunts have besn adjusted by making sllow-
ance for those charges which did ot arise (mn construckion
antlvity. Where the charge was clearly an ssounting tyansler
or waa the resnlt of & parchess of existing proparty, it has baen
axciuded. TWhaya the ohargs was ofenrly assopisted with oew
eopatrastion, or where thers was no avidenca to tha contrary, it
has been included im the estimates. The travsition from con-
atruotlon expenditures by compeaizs reporfing to the Interstate
Commeron Commlesion to canstructlon expenditarea Eor &l
ecmpanies in the Tnited Biatas hag besn mads in the seme man-
wer &8 in the originel eatimates.  If is probable that the reeulting
extimatan aoe still somewhat indireot snd are mabjart 4o areey, with
reapect both to the ameunt of construetion and to ita iming.
Bowevar, the pew Spures shogld be mors satbfsotory than the
aripioal eabimates, and ghould suffies o give At laast o rough idea
af the level and fustustions of pipe-ling construation.



